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SUBJECT: FRG AID PROGRAM 

REF: NEW DELHI 10249 

1. MORBACH, PAKISTAN DESK OFFICER IN THE FRG AID 
MINISTRY, NOTED DURING A CONVERSATION WITH AN EMBOFF 
THAT THE FRG HAD INCLUDED PROVISIONS FOR UNTIED 
COMMODITY AID IN AGREEMENTS CONCLUDED WITH INDIA 
(AUGUST 28) AND PAKISTAN (NOVEMBER 14). MORBACH 

SAID THIS WAS NOT AN INDICATION OF A NEW FRG AID 
POLICY BUT RATHER, REFLECTED THE EXISTENCE OF A 
LARGE FRG TRADE SURPLUS. THE GOVERNMENT, ACCORDING TO 
MORBACH, WAS DECIDING WHETHER OR NOT TO UNTIE 
COMMODITY AID ON A CASE BY CASE BASIS WITH ECONOMIC 
REASONS, I.E. THE TRADE SURPLUS, RECEIVING SIGNIFICANT 
ATTENTION. HE THOUGHT FUTURE AGREEMENTS WOULD NOT 
INCLUDE SUCH PROVISIONS IF THE FRG'S ECONOMIC SITUATION 
WENT SOUR. 

2. COMMENT: IT IS SIGNIFICANT THAT THE FRG HAS BEGUN 
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REMAINING CATEGORY OF TIED FRG CAPITAL AID. INDUSTRY 
HAS COMPLAINED TO THE AID MINISTRY ABOUT THOSE TWO 
AGREEMENTS ALTHOUGH PROBABLY NOT VERY FORCEFULLY. THE 
ULTIMATE TEST OF THE FRG'S COMMITMENT TO UNTIED AID IS 
STILL TO COME SINCE INFORMAL TYING SEEMS TO BE MORE 
IMPORTANT IN DETERMINING FRG AID-FINANCED EXPORTS 
THAN FORMAL TYING. END COMMENT. 

HILLENBRAND 
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